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Abstract

An economy’s strength largely depends on
itsagriculturesector. It hasa substantial influence
on India’s economy. India’s agriculture accounts
for 60% of all direct and indirect exportsand one-
third of its GDP. It provides 67% of all jobs in
India. Srategy and economics are it is strongly
reliant on it, as is a great deal of the economy,
including industry. Dueto the significant financial
needs of the industry, only a small number of
farmers can afford to operate independently.
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I ntroduction

Financeisoneof theriskiestindustriessinceit needsalot of money at every level to generaterevenue.
Agriculture finance is strongly favoured by India’s banking industry, allowing farmers to fulfil their obligations
without hindrance. Agriculturefunding was discussed on both theloca and macrolevels. Macro financefor
theagriculturd sector includesarangeof funding sources. Lending, aswell aslawsand regul ations, monitoring,
and management of theseinstitutions, aremgjor factorsin agriculturecredit facilities. Asaresult, macro-
financeisused to support agricultureon asocietal level. Agricultural finance, which exploreshow credit
produces money and liquidity, studiesfarm debtors. The study of agricultural lending isfrequently used to
refer to researchinto thefinancia intermediariesthat lend money to agricultureaswel | asthefinancia markets
wheretheseintermediariesget their loans. Because of theincrease of capita -intensive agricultural equipment,
farm financing has become necessary. To improvethe productivity of their field, farmersrequiremoney. In
India, agricultural resultsarefrequently subpar and unreliable. Low andincons stent resultsarethenormin
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Indian agriculture. To end theviciouscycle of poor savingsreturns and poor investment returns, externa
financewill be needed. To prevent negativereturns, poor savings, low investment, and unsatisfactory returns,
farmers must get external finance. India’s colonial past has had a profound impact on rural finance. It is mostly
responsiblefor giving financial aidin order to assist thefarming sector. Financing for the agricultural industry
has increased since the Middle Ages, albeit it hasn’t yet reached its peak. The reasonable and illogical factes
of India’s agricultural finance may all be fresh in our minds. The creation of nationalised banks in 1969, which
gave peasant communitiesaccessto agriculturd products, had afavourableimpact onfinancid intermediation.
It was an essential first step in completing the nationalisation process for India’s agricultural financing.

Review of Literature

Niyaz (2021) and Ujwala K ambali, Thefinancid sector iscrucia to the successof numerous sectors,
including agriculture. Sincetiny and distant ranchers cannot saveand invest owing to their low incomelevels,
the agri culture sector isbecoming more dependent on thebanking sector. Giventhat agricultureisthefoundation
of national authority, credit in agriculture should be seen as a strategy to increase farmers’ overall income and
socia well-being aswell astheir ability to produce morefood.

Theinadequate servicesprovided by exigtingfinancid ingtitutionsto farmersin Tamil Nadu arethemain
topic of Arun & Padmanabhan’s (2019) study. Farmersobtain money from avariety of sources, including
loans from banks and other financial institutions, to maintain their farming operations. The state’s extensive
initiativesto ass s farmersare emphasi sed, dong with anumber of financid institutionsin Tamil Nadu.

Choudhury, S. (2018) discussesthedifficultiesthat the poor in devel oping countriesexperience, which
hinder their potential and degradetheir standard of living. Whileremoving barriersencountered by the most
disadvantaged members of society and ensuring fair opportunitiesfor everyoneinthe economy, development
must benefit al facets of theeconomic system. Thisstudy used s mulation modelling to extrapol ate datafrom
an Indian case study to investigatetherol e of socia sector investment and financia inclusionin enhancing
regiona livelihoodsand inclusive deve opment. It offerspolicy recommendationsfor thissector aswell.

Dupas, P, et al. (2016) underlined the chalengesfarmersfaced in obtaining agricultural funding. The
findings suggest that agricultureloan application procedures could be expedited, farmer interest rates should
be lowered, and the basic banks’ reluctance to cooperate may be addressed. According to this idea, farmers’
worries about the bank’s recovery procedure should be diminished by farm owners’ ignorance of agricultural
finendng.

Objectives of the Study
Themain objectiveof the study areasfollows:
»  Researchingthepart that financid ingtitutionsplay inagriculture.
» Toinvedtigatetheexpansonandinclusvenessof agriculture.
» Toevduatethevariouspolicies putinto effect by the Indian Government.
The present articleisbased on variety of secondary datasources, such asresearch papers, journal

articles, publicationsfrom the Reserve Bank of India(RBI) andthe Nationa Bank for Agricultureand Rural
Development (NBARD), aswdl | asdetail sfrom pertinent websites(NABARD), to carry out theresearch work.

Farming and the Role of Financial I nstitutions

The following are financial institutions’ duties in agriculture:

> AgricultureFinancial I ngtitutions: India’s agricultural development will benefit from institutional
Credit developed. Severa entitiesarein charge of dispersing agricultural loans. Thefact that payday
lendersaredtill activeintheloca loanindustry isamajor causefor concern. Thisarticleexaminesrura
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credit lines in India and evaluates the elements that contribute to Indian farm households’ increasing use
of bank borrowing.

»  Government: Institutionsthat are controlled by the Government offer both short and long term [oans.
The most common form of financing istaccavi loans, which are frequently renewed in times of
emergency. Theinterest rateismodest, and only asmall portion of rura funding comesfromit.

» Commercial Banks: Limited to metropolitan regions, commercia banks primarily supported trade,
commerce, and industry. Duetoitsreliance on downpours, lack of organisation, and thrifty mentality,
farming is hazardous, as seen by the commercial banks’ lack of interest in rural banking. In 1969,
nationali sation of banks compelled them to get involved in agricultural finance, and now they arethe
main provider of corporate agricultural loans.

»  Microfinancing: Self-help groups (SHGS) have gained popul arity recently asasource of microcredit.
Sdlf-help groups (SHGs) areformed by rurally disadvantaged peoplein an effort to assist themselves
overcome their condition. The “Group reservoir” is a collective fund that they all use. Agree to invest
your recurring savingsin thefuture. Itisagreed that these money, together with any additional cashthat
the group may obtain through shared management, will beused wisdly.

» Cooperative Credit Societies: Thefirst Cooperative Credit Societies Act was approved by the
Indian Government in 1904 as a part of the nation’s cooperative movement. Immediately following
independence, the Government of Indiacameto theconclusionthat cooperativesweretheonly dterndive
strategy toincrease agricultural credit and rural growth, in accordance with the recommendations
made by theAll-IndiaRura Financing Survey Committeein 1951.

> Regional Rural Bank: It servesaunique purposeinthe multi-agency strategy for providingfinancia
help to agriculture. They are Government-backed commercia bankswithafocusonrura areasthat
havetheir headquartersin particular areas. With consideration for the unique challenges of thelocal
area, an attempt hasbeen madetoincorporate commercia banking withinthelarger community banking
framework. The creation of the RRBswas prompted by the requirement for astrong Governmental
framework to support rura lending.

» NABARD: Agricultural financing groups have been established in Indiawith theintention of assisting
farmersinneed and providing them with required equipment. NABARD was subsequently established
in 1982 asaresult. In addition, it was established asthe premier bank in the nation to support and
develop the agricultural sector. The current NABARD headquarters are located in Mumbai,
Maharashtra. A committeethat assessesingtitutiona financing for regiona devel opment and agriculture
came up withtheideafor thebank, and they supported it. Dr. B. Sivaraman presided over thesessions.
The NABARD’s founding and subsequent development improved both the agricultural and rural non-
farming businessesin rural India. The Reserve Bank of Indiaownsonly 0.4 percent of NABARD,
whichisheld by the Indian Government to thetuneof 96.4 percent.

Functions of NABARD

NABARD hasthefollowingresponghilities:

>  All palicy, administration, and operationsrelated to agricultural and other rural economic activitiesare
handled by thisprivilegedingtitution.

»  Additiondly, it servesasabank restructuring agency for rural development projectsthat need investment
and production financing from banks.

> Itisimproving the absorption capacity of India’s institutional credit system, including monitoring, the
establishment of restoration programmes, thereformation of credit ingtitutions, and employeetraining.

>  Allindtitutionsparticipating in grassrootsimplementation efforts, such astheIndian Government, Sate
legidatures, the Reserve Bank of India, and other nationa policy-making organi sationshavetheir remaote
finance operationsintegrated into thissystem.
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Thefollowing arethepoliciesthat the Indian Government hasput in place:

» E-NAM: TheNaiond AgricultureMarket (eeENAM) offersan online payment interfacethat isavallable
throughout Indiain order to establish asingle national market for agricultural commodities. It doesthis
by utilisingtheAPM C dlocationsthat are currently in place. Under the auspicesof the Indian Ministry
of Agriculture and Farmers’ Welfare, the Small Farmers Agribusiness Consortium (SFAC) is the main
e-NAM implementer. Themajor objectives of thisresearch areto facilitatereal pricing detection,
simplify networked marketpl ace processes, and eiminate ambiguity amongst market participants.

» National Mission for SustainableAgriculture(NM SA): The National Mission for Sustainable
Agriculture (NM SA) wasestablished toincreaseagricultura productivity, particularly inrain-fed aress,
by focusing onintensive agriculture, water efficiency, organic fertiliser management, and sustainable
agriculturd synergies. By implementing aviablegrowth planthat inc udesenergy efficiency, high efficiency
equipment, resource conservation, and integrated farming, NM SA seeksto address anumber of
concerns, including water productivity, nutritional management, and sustainablelivelihoods.

» Pradhan Mantri Krishi Sinchai Yojana (PMKSY): The Indian Government has made water
management and conservation aprimary priority. Inorder to dothis, the Yojanawas crested to offer an
end-to-end servicefor the devel opment, transmission, administration, field approva procedure, and
outreach activities of sourcesof irrigation penetration and water consumption productivity.

» Paramparagat Krishi VikasYojana (PKVY): TheNDA administration introduced PKVY asa
programme to advance sustai nabl e agri culture throughout the nation. Aspart of the scheme, farmers
acrossbroad swathsof the country will beurged to classify themsd vesinto groupsand useecologically
friendly agricultura techniques. Ontheother hand, the Government has committed to fund certification
feesand to support organic farming by incorporating avariety of resourcesinto its programmes.

» Pradhan Mantri Fasal BimaYojana(PMFBY): Thisproject unitesawiderangeof partnersandis
funded by the Government to provide crop insurance. With thisstrategy, farmerswill receivefinancia
assistanceif any of their crops are harmed by pests or natural catastrophes, or if they becomeiill.
Farmers’ wages must be guaranteed in order to encourage them to use new and contemporary agricultural
techniqueswhileal so ensuring asteady flow of cash for theindustry.

»  Gramin Bhandaran Yojna: Thisprogrammeamsto build systematic processing capacity inrura
areas to meet farmers’ needs for storage, pasteurised food products, and agricultural implements. It
a so encouragesgrading, interoperability, and quality assurance of agricultura production, andit dlows
deed funds or marketing credit to be used for deedsto prevent grief salesthat occur right away after
cultivation.

Technologies adopted by Agricultural Sector

M odern agriculture depends more than ever on technol ogical devel opment. Numerousfactors, suchas
rising supplier costs, alack of workers, and changing customer aspirationsfor environmenta sustainability,
areto blamefor therift. Agriculture businesses are progressively discovering how important it isto find
solutions. Modern greenhousetechnol ogies, block chain, robotics and automation, precision agriculture, and
atificid intdligence haved| seen sgnificant advancementsin theindustry.
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» Indoor Vertical Farming: By lowering the amount of coldness covered in the supply chain, indoor
vertica farming may reducethe ecologicd effect of agriculture, enhancecrop yields, and even diminate
land limits. Using thismethod, food isproduced in asecure environment by being stacked on top of
oneanother.

» FarmAutomation: To increase agricultural productivity, “smart farming” refers to a collection of
technol ogiesthat automate the cycleof harvesting or raising animals. A rising number of businessesare
working on devel oping robotic tractors and harvesters. Additionally, drone watering systemsare
becoming increasngly prevaen.

»  Livestock Farming Technology: Despiteitsevident relevance, thetraditiond cattlesector isfrequently
disregarded and neglected. Livestock providesthevital renewable natural resourcesthat people need
onadaily basis.

» Modern Greenhouses. From small-scale fieldwork and decorative resources to much larger
enterprisesthat are closaly connected to traditional |and-based food production, the greenhouse sector
has expanded. Thanksin magjor part to substantia recent accomplishmentsin quick development, the
sector iscurrently enjoying growth that has never before been seen.

»  Block Chain: Usingitscapacity for monitoring and res stancetointerference, block chain technology
hasthe potentia to addressimportant issueswith thefood supply chain, such asfood safety, culinary
returns, the complexity of thedistribution network, and product tracking.

Conclusion

Agriculturefunding has maintained farm productivity in India. Inlight of thisanumber of flawshave
emerged asaresult of therisein scope and volume, endangering the continued growth and efficiency of
agricultura financegroups. Intermsof earning money and Financid institutionsarecrucia ininvestingit.
Financia ingtitutionsarecrucia to the successof any sector. Duetotheir low incomeleves, small and distant
ranchersare unableto preserve money or makeinvestments; asaresult, the banking industry isbecoming
more and more crucial to the expansion of the agricultural sector. Afocus on agriculture policy shouldn’t just
be on farmers’ income and societal well-being. Agriculture is the fundamental cornerstone of national strength
in the United States, thusit should also be considered as away to improve food-producing operations.
Development in agricultureand other sectors. It hasbeen demonstrated that remoteregionsof Indiainteract
favourably and lessen thelikelihood of natural disasters. If rural finance policiesand efforts concentrate a
priority on agricultura and rural non-farm sector growth, regiond disparities, hardship, and suffering may be
lessened. Thequantity of institutiona finance accessibleto farmersmust urgently beincreased. Based onthe
present research it can be concluded that in recent years, commercia banks havetaken thelead in providing
ingtitutional financeto theagricultura sector, dteringthetraditional distribution of credit.
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